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Minutes of actions taken by the Board of Governors of the

Federal Reserve ystem on Tuesday, January 1), 1952.

PRESENT: Mr. Martin, Chairman
Mr. Szymczah
Mr. Evans
Mr. Norton

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on January 14, 1952, were approved unanimously.

Telegram to Mr. Johns, President, Federal Reserve Bank of St.

reading as follows:

Your letter January 11, 1952, regarding pending ap-
pointment of J. E. Etherton, one of Class A Directors of
your Bank, as Member of Board of Trustees of Illinois

Teachers Retirement System. It is understood that under

Illinois statutes Mr. Etherton will be one of two members
appointed by the Governor, end will receive no compensa-
tion beyond reimbursement for necessary expenses; it is
assumed that appointment is not affected by political con-

siderations. In these circumstances, it is believed that

service of Mr. Etherton as a Member of such Board of Trus-

tees is not essentially political in character and, there-

fore, does not contravene spirit and underlying principles

of Board's Resolution of December 23, 1915, with respect
to holdincr, of political or public office by officers or

directors of Federal Reserve Banks. Accordingly, Board

Will offer no objection to the service of Mr. Etherton
in that capacity while serving as Class A director of
the Federal Reserve Bonk of St. Louis."

Approved unanimously.

Letter to Ohio Valley National Bank of Henderson, Henderson,

Xentucky, reading as follows:
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"The Board of Governors of the Federal Reserve

Fystem has given consideration to your application for

fiduciary rowers, and grants you authority to act, when

not in contravention of rtate or local law, as trustee,

executor, administrator, registrar of stocks and bonds,

guardian of estates, assignee, receiver, committee of

estates of lunatics, or in any other fiduciary capacity

in which State banks, trust companies or other corpora-

tions which come into competition with national banks

are permitted to act under the laws of the Ltate of

Kentucky, the exercise of all such rights to be subject

to the provisions of the Federal Reserve Act and the

reLulations of the Board of Governors of the Federal

Reserve Eystem.
"This letter will be your authority to exercise

the fiduciary powers granted by the Board pending the

preparation of a formal certificate covering such authori-

zation, which will be forwarded to you in due course."

Approved unanimously, for transmittal

through the Federal Reserve Bank of St. Louis.

Letter to the Presidents of all Federal Reserve Minks, reading as

rollows:

"From time to time questions have arisen under Regu-

lltion concerning the propriety of the Reserve Benks

notifying banks, finance companies, or lenders who purchase

or originate paper that finances sales of listed articles,

regarding certain evasive practices engaged in by the ven-

dors of the listed articles so financed.
"One such practice has been for the vendor to write up

fictitiously the price of the listed article so as to enable

the customer to obtain an instalment loan for the full price

actually charged for the article. Another practice has in-

volved apparently conforming instalment sale contracts pur-

chased by banks or finance companies which are in fact fic-

titiously drawn to conceal the vendors' failure to collect

all or a part of the required down payment. In none of the

cases has it appeared that the instalment lender or the bank

or finance company acquiring the paper were parties to the

evasive practices.
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"It is the Board's view that in any case in which
a Reserve Bank believes such action advisable, the Reserve

Bank might properly notify the financing institutions in-

volved as an appropriate step in attempting to prevent

circumvention of the regulation. Cuch notice might also

be given in appropriate cases to the governmental agency

responsible for supervising the financing institutions

involved. In fact, notice to such interested parties might

well be the only measure available, especially where, for
example, the vendor himself extends no instalment credit.

Especially in view of section 8(e) of the regulation, it
would seem that an effect of such notification, either

directly or through the appropriate supervisory agency,

would be to discourage the continuance of such practices.

"It should be noted, however, that actions of this

type may have an important, though indirect, hearing upon
the long-term relationship existing between the vendor and

his lending institution. This aspect of the matter would

appear to warrant careful consideration in determining the

approach to be made in the notification process.

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks, reading as

follows:

'A question has been presented concerning the meaning

of item 6 in Group B, Part 1, of the Eupplement to Regulation
W which covers 'Combination units incorporating any listed

article in the foregoing (5) classifications of this Group

B'. Inasmuch as item 2 of Group B covers 'Dishwashers,

mechanical, designed for household use', the Board has pre-

viously stated that a 'combination unit' such as a kitchen

sink including a dishwasher of the kind just described, would

constitute a Group B article (15 Federal Register 8075,

November 25, 19)0; 19)0 Federal Reserve Bulletin 1613).

"For these purposes, the Board is of the further view

that to constitute such a 'combination unit', the components

thereof must be so manufactured as not to be reasonably sus-

ceptible of being sold separately. For example, a mechanical

dishwasher which is manufactured as a separate unit and which
may be purchased as a separate unit, and a counter top-sink

bowl unit similarly manufactured and offered for sale would

not constitute a 'combination unit', even though they may
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"be sold and delivered at or about the same time and installed

80 that the dishwasher may become an attached or supporting

part of the counter top-sink bowl. In such a case, that por-

tion of the credit applicable to the dishwasher would be sub-

ject to Group B, while that portion of the credit applicable

to the counter top-sink bowl would be subject to Group D; and

the resulting combined credit may be treated as provided by

section 6(d) of the regulation."

Approved unmnimously.

Letter to the Presidents of all Federal Reserve Banks, reading as

follows:

"In order to obviate the possibility of a misunderstand-

ing with respect to leasing transactions under Regulation X,

this letter concerning the subject has been prepared at the

suggestion of a Federal Reserve Bank and copies are being

sent to all Reserve Banks for their use.

'Leases coming within the definition of 'credit' as con-

tained in the Defense Production Act, as amended, and as incorpo-

rated in rection 2(c) of the regulation, remain subject to Regula-

tion Y except that effective December 31, 1951, Amendment No. 8
exempts nonresidential leases.

'The issuance of the nonresidential leasing exemption

rescinds the statement in the Board's telegram to you of April

30, 19)1, to the effect that you might advise Registrants that

the Board would not raise questions regarding leases which

clearly would be exempt under the provisions of the tentative

draft of amendment included in our telegram of April 17, 1951.

No objection will be interposed to leasing transactions entered

into on the basis of the tentative draft from that time until

Amendment No. 8 was made effective; however, future inquiries
concerning leasing arrangements should be answered in accordance

with the treatment of leases in the definition of 'credit' in

the regulation as qualified by subsection AO, Nonresidential 

Leases."

Approved unanimously.

Memorandum dated December 3, 1951, from Mr. Eherman, Assistant

Secretary of the Board, recommending the destruction by incineration
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cords in the Board's files) as licted on an attachment

the memorandum.

Appr ved unanimously.
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